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Utility IssuesUtility IssuesUtility IssuesUtility IssuesUtility Issues
     Change continues to occur in utility industries, and with that change, the workload of the Missouri
Public Service Commission continues to grow as the PSC evaluates and implements these changes.
     New state and federal legislation as well as federal agency activity and the changing regulatory envi-
ronment have required, and will continue to require, a large commitment of resources in order for the
PSC to stay current on developments and to influence state and national policy to the benefit of Missouri
ratepayers.

ELECTRICELECTRICELECTRICELECTRICELECTRIC
AmerAmerAmerAmerAmerenUE Electric Rate ReductionenUE Electric Rate ReductionenUE Electric Rate ReductionenUE Electric Rate ReductionenUE Electric Rate Reduction

In July 2002, the Commission approved an
agreement between its Staff, AmerenUE, the Office
of Public Counsel, and numerous intervenors,
which resulted in an electric rate rrate rrate rrate rrate reduction thateduction thateduction thateduction thateduction that

was among the largest in state historwas among the largest in state historwas among the largest in state historwas among the largest in state historwas among the largest in state historyyyyy.  Over the
next three years, electric rates for AmerenUE’s 1.1
million electric customers will drwill drwill drwill drwill dropopopopop by increasing
amounts reaching $110 million on an annual basis.
In addition, this agreement provides for a one-time
bill credit of $40 million as well as customer-
assistance programs that are funded solely by
AmerenUE’s shareholders.

“Rate reductions, a bill credit, customer-
assistance programs and a commitment regarding
infrastructure investment in Missouri make this
agreement a win-win for all parties,” stated Com-
mission Chairman Kelvin Simmons.

This complaint case was initiated by the PSC
Staff with testimony that alleged AmerenUE’s
electric rates were not just and reasonable and
should be reduced.  Chairman Simmons recognized
the Staff’s commitment in the case.  “The PSC

Staff worked very hard in this case and this agreement
results from their efforts as well as the efforts of all
other parties to the proceedings.”

The agreement approved by the Commission
also includes funding by AmerenUE shareholders of
approximately $16 million in customer-assistance
programs as well as another $9 million for an
economic development program.

Under the agreement, AmerenUE committed to
undertake billions of dollars worth of energy
infrastructure investment including additional
generation capacity and transmission system up-
grades.

The agreement also states that unless there is a
significant, unusual event that has a major impact
on AmerenUE, AmerenUE will not file for a rate
increase and the parties will not file for a rate
decrease before January 1, 2006.

According to AmerenUE, these Commission
authorized rate reductions will place electric rates
in their service territory at 1986 levels. Preceding
the series of rate reductions that has occurred in the
last decade, significant rate increases to
AmerenUE’s customers were necessary to imple-
ment costs of the Callaway nuclear plant.
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              RESIDENTIAL              RESIDENTIAL              RESIDENTIAL              RESIDENTIAL              RESIDENTIAL
State Name         State Name         State Name         State Name         State Name         AAAAAvg. Revenue        Statevg. Revenue        Statevg. Revenue        Statevg. Revenue        Statevg. Revenue        State

                            (cents/kWh)          Rank                            (cents/kWh)          Rank                            (cents/kWh)          Rank                            (cents/kWh)          Rank                            (cents/kWh)          Rank

Hawaii          16.41
New York          14.03
New Hampshire      13.14
California          10.85
Illinois            8.83
Iowa            8.37
U.S. Avg.           8.21
Kansas            7.65
Arkansas            7.45
Missouri           7.04
Oklahoma            7.03
Nebraska            6.53
Kentucky            5.47
Idaho            5.39
Washington            5.13

 1
 2
 3
 9
13
18

26
32
3737373737

38
41
49
50
51

COMMERCIALCOMMERCIALCOMMERCIALCOMMERCIALCOMMERCIAL
State NameState NameState NameState NameState Name      AAAAAvg. Revenuevg. Revenuevg. Revenuevg. Revenuevg. Revenue  State State State State State

                            (cents/kWh)                            (cents/kWh)                            (cents/kWh)                            (cents/kWh)                            (cents/kWh) RankRankRankRankRank

Hawaii          14.81     1
New York          12.54               2
New Hampshire      10.87     3
California           10.55     6
Illinois             7.53   16
U.S. Avg.            7.36
Iowa             6.57   24
Kansas   6.25             33
Oklahoma             6.14             34
Arkansas                  5.93             38
Missouri            5.83   40
Nebraska             5.42   45
Oregon   5.06   49
Washington             4.86   50
Idaho             4.24   51

INDUSTRIALINDUSTRIALINDUSTRIALINDUSTRIALINDUSTRIAL
State NameState NameState NameState NameState Name AAAAAvg. Revenuevg. Revenuevg. Revenuevg. Revenuevg. Revenue StateStateStateStateState

                          (cents/kWh)                          (cents/kWh)                          (cents/kWh)                          (cents/kWh)                          (cents/kWh) RankRankRankRankRank

Hawaii 14.69   1
New Hampshire   9.1   2
Rhode Island   8.7   3
California 7.22   9
Illinois 4.76 18
U.S. Avg. 5.57
Kansas 4.55 23
Missouri 4.43 26
Arkansas 4.2 29
Oklahoma 4.09 34
Iowa 3.89 38
Nebraska 3.61 44
Idaho 3.11 49
Kentucky 3.01 50
Montana 2.48 51

Source: US Energy Information Administration - 2000 data

Missouri Electric RatesMissouri Electric RatesMissouri Electric RatesMissouri Electric RatesMissouri Electric Rates

Through the efforts of Missouri’s electric
utilities and the PSC, all classes of Missouri cus-
tomers have benefited from low electric rates. The
United States Energy Information Administration, a
non-partisan office in the federal Department of
Energy, annually ranks states according to their
average rates in cents per kilowatt-hour. In 2001,
Missouri electric rates for residential, commercial
and industrial customers were better than the
national average (see tables on this page).

Missouri Public ServiceMissouri Public ServiceMissouri Public ServiceMissouri Public ServiceMissouri Public Service

Electric Rate ReductionElectric Rate ReductionElectric Rate ReductionElectric Rate ReductionElectric Rate Reduction

On June 8, 2001 Missouri Public Service, a
division of UtiliCorp United, Inc. (MPS), filed a
rate case designed to increase revenues by $49.3
million (16.9%) to recover costs associated with a
contract for capacity and energy as well as to reflect
an increase in natural gas prices.

The PSC Staff conducted an audit of the books
and records of MPS that resulted in the Staff filing
testimony stating that MPS’s current rates should
be reduced.  In February 2002, the Commission
approved an agreement that reduced the annual
electric revenues of MPS by approximately $4.2
million.

Emergency PrEmergency PrEmergency PrEmergency PrEmergency Preparepareparepareparednessednessednessednessedness

The terrorist attacks in New York City and
Washington on September 11, 2001, had a pro-
found impact on our country.  At the Missouri
Public Service Commission, the PSC Staff filed a
motion with the Commission seeking to open a
case to receive information from Missouri utility
companies regarding their preparedness for disaster
and emergency situations.

Utility Operations Division Director Wess
Henderson noted: “In light of the disaster in New
York City and Washington on September 11, 2001,
we believe now is a very good time to review
Company preparedness in case of a disaster or
emergency.”  The Commission did something very
similar when working with utility companies
preparing for Y2K.

A questionnaire was sent to all utility compa-
nies operating in Missouri asking for information
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regarding their plans in case of a disaster or
emergency including employee training,
emergency drills, and coordination with and
reporting to local, state and federal agencies.
The PSC Staff held a roundtable with the
state’s utilities and other interested parties to
discuss security issues and a list of best prac-
tices was developed and posted to the PSC’s
Internet site.

Ice StormIce StormIce StormIce StormIce Storm

The worst ice storm in over 100 years hit
western Missouri in late January 2002 causing
a disruption in service to nearly 400,000
customers.  Work crews from 16 different
states and from as far away as Georgia came
to western Missouri in an effort to rapidly
restore power to as many customers as pos-
sible.  The PSC Staff filed a report in June regard-
ing the utilities’ responses.  Staff found that the
utilities quickly activated emergency response and
restoration plans. However, the Staff also found a
need for utilities to work to enhance their commu-
nications with affected customers and city officials.
Staff’s investigation also showed that tree-trimming
cycles were not on schedule.  Prior to the end of
2002, the PSC Staff plans to review each of the
report’s recommendations with the utility compa-
nies affected by the ice storm.

Federal Federal Federal Federal Federal Activity in ElectricityActivity in ElectricityActivity in ElectricityActivity in ElectricityActivity in Electricity

This past year, most federal activity focused on
transmission, with significant changes in Regional
Transmission Organizations (RTOs).  The size of
the RTO in the Midwest has expanded as the
Federal Energy Regulatory Commission (FERC)
rejected both the Southwest Power Pool’s (SPP’s)
and the Alliance Companies’ applications for
approval as separate RTOs.  The basis for these
rejections was insufficient geographic size and
scope for electricity markets.  These FERC deci-
sions related to RTO size and scope resulted in:  1)
a proposed merger of the Midwest Independent
System Operator (MISO) with the SPP; and 2) the
Alliance Companies, which included AmerenUE,

having to choose whether to join MISO or another
RTO.  With these changes, it appears that all
Missouri investor-owned utilities are likely to join
the merged SPP/MISO entity.

The merged SPP/MISO covers an area on the
western section, from northern Texas to Manitoba,
Canada; in the mid-section from Missouri-Illinois
to Wisconsin; and in the eastern section, from
Kentucky to Michigan.  In addition, this large
multi-state RTO is working with the Pennsylvania,
New Jersey and Maryland Independent System
Operator (PJM ISO) to form a single electricity
market.

This summer (July 31, 2002), the FERC issued
a Notice of Proposed Rulemaking (NOPR) that
describes its Standard Market Design (SMD). The
proposed SMD includes a number of significant
changes. These significant changes in market
structure will have a major impact on the operation
of wholesale electricity markets, and could also
affect the costs of providing service to bundled
retail consumers in Missouri.  The Missouri PSC
continues to be highly involved in the development
of the RTOs, but with the issuance of this proposed
change, these efforts are now extended to include
the impacts that such a significant change may have
on Missouri electricity consumers.

A devastating ice storm hits western Missouri in
late January. (Photo courtesy of Missouri Public
Service.)
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TTTTTransmission Upgradesransmission Upgradesransmission Upgradesransmission Upgradesransmission Upgrades

As the demand for electricity continues to
increase, electric utilities make upgrades to im-
prove their transmission and distribution systems.
In January 2002, AmerenUE filed for Commission
authority to construct a transmission line in Maries,
Osage and Pulaski counties to enable AmerenUE to
provide reliable service to its customers and to
relieve overloads on nearby lines. Testimony was
filed regarding the need for the line and the impact
that the line will have on the public whose property
will be impacted.  Hearings were scheduled for
September and October of 2002.

Rate Cases Decided:Rate Cases Decided:Rate Cases Decided:Rate Cases Decided:Rate Cases Decided:

The EmpirThe EmpirThe EmpirThe EmpirThe Empire District Electric Companye District Electric Companye District Electric Companye District Electric Companye District Electric Company

On November 2, 2000, The Empire District
Electric Company (Empire) filed a rate case re-
questing that its permanent electric revenues be
increased by approximately $41.4 million a year to
reflect the addition of the State Line Combined
Cycle Power Plant as well as natural gas costs
associated with the operation of that facility.

The PSC approved an agreement reached by
parties in the case in September 2001, which
resulted in a permanent increase of $17.1 million.
This agreement also established an experimental
interim energy charge designed to attempt to
address the potential volatility in natural gas and

wholesale electricity prices. This interim energy
charge is subject to refund, with interest, depending
on Empire’s prudently natural gas and purchased
power costs.

Citizens Electric CorporationCitizens Electric CorporationCitizens Electric CorporationCitizens Electric CorporationCitizens Electric Corporation

The Commission approved an agreement that
authorized Citizens Electric Corporation (Citizens)
to increase its rates on an interim basis by $4.6
million on January 1, 2002 to reflect the cost of a
new purchase power agreement that took effect on
that day. Citizens purchases all of its power from
wholesalers.

In June 2002, the PSC approved an agreement
between the parties in the rate case that made the
interim revenue increase permanent and increased
Citizens’ electric revenues by an additional $1.6
million. Citizens is an electric cooperative, wholly
owned by its members, that is regulated by the
PSC. This was the first general rate increase for
Citizens in approximately 20 years.

Pending Rate IncrPending Rate IncrPending Rate IncrPending Rate IncrPending Rate Increase Request:ease Request:ease Request:ease Request:ease Request:

The EmpirThe EmpirThe EmpirThe EmpirThe Empire District Electric Companye District Electric Companye District Electric Companye District Electric Companye District Electric Company

On March 8, 2002, The Empire District Elec-
tric Company (Empire) filed a $19.7 million electric
rate case. Empire also filed for interim rate relief to
correct a mistake that was discovered after the
Commission reached its decision in the last Empire

electric rate case. The Com-
mission denied the request for
interim rate relief. The Com-
mission did approve an agree-
ment that reduced the experi-
mental interim energy charge
approved in Empire’s last rate
case by approximately $7
million, effective in June 2002.
Hearings on the permanent
rate request were scheduled
for October 2002.

Energy Department staff members James Watkins and Lena
Mantle discuss issues in an electric rate case.
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Reorganizations/Reorganizations/Reorganizations/Reorganizations/Reorganizations/

RestructuringRestructuringRestructuringRestructuringRestructuring

During the fiscal year, the
Missouri Public Service Com-
mission approved applications
filed by Kansas City Power &
Light Company (KCPL) and
Laclede Gas Company
(Laclede) regarding reorgani-
zation plans or restructuring.

In July 2001, the Commis-
sion approved an agreement
which authorized KCPL to
reorganize and become one
of three companies under
the holding company Great
Plains Energy, Incorpo-
rated.

Under the reorganiza-
tion plan, KCPL will still
retain all of its current
power plant facilities.  In
addition, the Missouri Public
Service Commission will
retain jurisdiction (including
the setting of electric rates)
of KCPL.

The three subsidiaries
under Great Plains Energy
will be KCPL, KLT and
Great Plains Power, Incorpo-
rated.

The agreement approved
by the Commission contains
several financial conditions designed to protect
Missouri KCPL customers.

In August, the Commission approved an agree-
ment which authorized Laclede Gas Company to
restructure, merge and form subsidiary companies.

Laclede Group, Inc. is the parent holding
company and Laclede Gas Company becomes an
independent subsidiary.

Laclede Gas Company stated in its application
that the proposed restructuring would provide a
separation between its regulated and unregulated
assets and operations.

Laclede further noted that the proposed re-
structuring did not involve the transfer of utility-
owned assets or any significant transfer of utility
employees.
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NANANANANATURALTURALTURALTURALTURAL GAS GAS GAS GAS GAS

Natural Gas Commodity Price Natural Gas Commodity Price Natural Gas Commodity Price Natural Gas Commodity Price Natural Gas Commodity Price TTTTTask Forask Forask Forask Forask Forcecececece

In response to the extraordinary weather
and natural gas price spikes of the 2000-2001
winter the PSC created a Natural Gas Com-
modity Price Task Force on January 23, 2001.

This task force was created to investigate
the process for the recovery of natural gas
commodity cost increases by LDCs (Local
Distribution Companies) from their custom-
ers and to discuss options.

The result of this effort was a task force
report that provided an assessment of what
happened to natural gas prices during the
2000-2001 winter, the impacts to natural gas
consumers, a policy statement, and 11 rec-
ommendations to the PSC.  The transcripts from
the public meetings and final report of this task
force have been made available on the PSC
website.

The recommendations of this group are each
being evaluated and implemented as determined to
be appropriate.  One recommendation that has
already been incorporated is changing the fre-
quency of PGA rate change filings to four times a
year. Other recommendations regarding gas pur-
chasing planning and volatility mitigation continue
to be addressed in meetings with LDCs.  A generic
docket was opened by the Commission to address a
number of the remaining recommendations.  Tariff
changes and rulemaking associated with this ge-
neric docket are ongoing.

PurPurPurPurPurchased Gas chased Gas chased Gas chased Gas chased Gas Adjustment (PGA)Adjustment (PGA)Adjustment (PGA)Adjustment (PGA)Adjustment (PGA)

On March 26, 2002, the Commission estab-
lished a case (GO-2002-452) to review the PGA
clauses of all Missouri LDC’s.  Establishment of
such a case was one of a number of recommenda-
tions contained in a report filed by the PSC Natural
Gas Commodity Price Task Force.

The PSC Staff and other interested parties are
currently reviewing the PGA process, and will
make recommendations at a later point in time.

Chairman Simmons Chairman Simmons Chairman Simmons Chairman Simmons Chairman Simmons TTTTTakes Energyakes Energyakes Energyakes Energyakes Energy

Assistance Needs to State CapitolAssistance Needs to State CapitolAssistance Needs to State CapitolAssistance Needs to State CapitolAssistance Needs to State Capitol

In October 2001, Commission Chairman Kelvin
Simmons took his call for more funding to help
those in need pay their utility bills to the Missouri
State Capitol.  Appearing before the Joint Interim
Committee on Telecommunications & Energy,
Chairman Simmons discussed energy assistance
funding and disconnects-reconnects of natural gas
service heading into the winter.

“Approximately 29,000 Missouri households
currently are still without natural gas service due to
disconnections while another 50,000 households
face the possibility of being disconnected for
nonpayment,” Simmons told committee members.
“There are a number of our citizens that are greatly
in need of assistance before cold weather sets in.  I
plan to continue to work with the Missouri Con-
gressional delegation on their behalf.  I will also
have to explore other strategies which may be able
to help.”

Emergency Emergency Emergency Emergency Emergency Amendment to Cold Amendment to Cold Amendment to Cold Amendment to Cold Amendment to Cold WWWWWeathereathereathereathereather Rule Rule Rule Rule Rule

Prior to the onset of cold weather during the
winter of 2001-2002, the PSC issued an order
approving an Emergency Amendment to the Cold
Weather Rule that stated:

Gas safety specialists like John Kottwitz (left) and
Greg Williams conduct inspections of natural gas
systems across the state to ensure compliance with
Commission rules and regulations.
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“The Missouri Public Service Commission finds that
there is an immediate danger to the public health, safety,
and welfare and a compelling governmental interest
because thousands of Missourians face immediate and
irreparable harm from the impending winter weather
without a source of heat.  This immediate danger
requires emergency action.” The emergency amend-
ment took effect on November 18, 2001 and continued
until the end of the Cold Weather Rule period (March
31, 2002).

“There is no question that an emergency amend-
ment to the Cold Weather Rule is needed given the
extraordinary circumstances of last winter,” stated
Commissioner Sheila Lumpe.  “This emergency
amendment is designed to provide more lenient
payment terms to those customers with limited
incomes while also helping to restore service to their
homes.”

The Commission noted in its order that there
was an unusually high number of residential custom-
ers without natural gas service.  “There are at least
29,000 Missouri residential households without gas
service, and perhaps as many as 40,000 to 50,000.
The cause of so many customers being without gas

service is the combination of extremely high gas
prices in combination with extremely cold weather
in November and December of 2000.  This combi-
nation was an extraordinary event.  As a result,
not only are an extraordinary number of house-
holds without gas service or in danger of losing
service, but the average amount of arrearage is
also extraordinarily high.  As of August 2001,
there was a 37 percent increase in the number of
disconnects for Missouri LDCs as a group, and
the amount owed increased by 117 percent.”

The emergency amendment was implemented
by all but two natural gas companies.  Missouri
Gas Energy and Atmos Energy Corporation
challenged the Commission’s decision in the
courts.

ConsumerConsumerConsumerConsumerConsumer     AlerAlerAlerAlerAlert fort fort fort fort for the the the the the

Upcoming Heating SeasonUpcoming Heating SeasonUpcoming Heating SeasonUpcoming Heating SeasonUpcoming Heating Season

The Commission issued an alert to consumers
in April of 2002, which indicated that the winter
of 2000-2001, with its extremely cold weather and
record-high natural gas prices, created an extraor-
dinarily difficult situation for Missourians as well

Residential Natural Gas Heating Customer 
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as natural gas customers throughout the country.
In the winter 2001-2002, consumers saw signifi-
cantly lower natural gas prices because of warmer
weather and adequate natural gas supplies.  The
Commission’s alert indicated that a number of
factors give rise to concern regarding natural gas
prices for the 2002-2003 winter heating season.          A
few of the reasons noted were lower rig counts,
additional gas fired electric generation, the possibil-
ity of an El Nino summer, instability in the Middle
East and a possible increase in overall economic
activity.  These factors could lead to a possible
increase in natural gas prices.

IIIIIncentive Regulationncentive Regulationncentive Regulationncentive Regulationncentive Regulation

On September 20, 2001, the Commission
determined that Laclede Gas Company’s Experi-
mental Gas Supply Incentive Plan (GSIP) should
expire on October 17, 2001.

This experimental program expired due to the
fact that Laclede did not sustain its burden of proof
that the GSIP struck a proper balance between
ratepayer and shareholder interests, the goal of
such a plan.  The Commission noted in its decision
that the GSIP generated large profits for Laclede
Gas Company, but did not create any significant
savings on the demand cost of gas for its custom-
ers.  The Commission indicated that pre-approval
as requested by Laclede could discourage the
natural gas company from taking opportunities to
secure fixed price contracts that would produce
reasonable price protection for its customers.

New Experimental Low-IncomeNew Experimental Low-IncomeNew Experimental Low-IncomeNew Experimental Low-IncomeNew Experimental Low-Income

Rate Granted in MGE Rate CaseRate Granted in MGE Rate CaseRate Granted in MGE Rate CaseRate Granted in MGE Rate CaseRate Granted in MGE Rate Case

On November 7, 2000, Missouri Gas Energy, a
division of Southern Union Company (MGE), filed
a natural gas rate case seeking to increase annual
revenues by approximately $39.3 million.  On July
5, 2001, the Commission accepted an agreement
reached by parties in the case that authorized an
annual revenue increase of approximately $9.9
million.  Part of the increased funding will expand
MGE’s weatherization program, which has been
benefiting low-income customers for several years.
In addition, a new experimental low-income rate
will be implemented in the Joplin area.  The experi-

mental two-year program will operate in Joplin,
providing financial assistance to a maximum of
1,000 low-income families.  Participants in the
experimental plan will receive bill credits of either
$20 or $40 a month, depending on income.

School School School School School AggrAggrAggrAggrAggregation egation egation egation egation TTTTTarifarifarifarifariffsfsfsfsfs

During the 2002 legislative session, the Mis-
souri General Assembly passed House Bill 1402.
This bill in part, established initiation of aggrega-
tion and transportation of natural gas for public
school districts.  Upon the Governor’s approval of
the bill, all LDCs were required to file experimental
tariffs by August 1, 2002 allowing public school
districts the opportunity to aggregate and transport
natural gas for a period beginning no later than
November 1, 2002 through June 30, 2005.  For the
first year, these tariffs are designed to allow any
seven-director school district to purchase gas on an
aggregated basis through a not-for-profit school
association and transport it to the participating
school districts.  Beginning in July of 2003, the
program will expand to include any school for
elementary or secondary education whether a
charter, private or parochial school district.

UndergrUndergrUndergrUndergrUnderground Utility Damageound Utility Damageound Utility Damageound Utility Damageound Utility Damage

PrPrPrPrPrevention Legislationevention Legislationevention Legislationevention Legislationevention Legislation

During the  2001 legislative session, the PSC
worked with Missouri One-Call Systems (MOCS)
personnel, numerous underground utility operators,
and representatives of excavation contractors to
gain support for improved damage prevention
legislation.  House Substitute for House Committee
Substitute for House Bill No. 425 was passed by
the 91st General Assembly.  This legislation estab-
lishes a true one-call system in the state.  All
owners of underground facilities in Missouri are
required to be members of the MOCS.  So, with
one call, a person planning excavation work can
have all the underground facility owners in the area
of a proposed excavation notified and facilities
located.  Signed by Governor Bob Holden, this bill
became law on August 28, 2001. Previously, a
reliable system was not available for those seeking
to perform excavation work to identify all under-
ground facility owners in an excavation area.  Prior
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to this legislation, owners of natural gas facilities
were required to participate in the MOCS, but
participation in the MOCS by the other under-
ground facility owners was voluntary.  Universal
participation in the MOCS will increase public
safety by better protecting Missouri’s underground
infrastructure.  The PSC Staff has worked with
MOCS to inform all PSC regulated utilities with
underground facilities about changes to the statute.
Specifically, owners and operators of underground
facilities in first-and second-class counties are
required to become MOCS members before Janu-
ary 1, 2003, and in third and fourth-class counties
before January 1, 2005.

UndergrUndergrUndergrUndergrUnderground Damage Pround Damage Pround Damage Pround Damage Pround Damage Prevention Prevention Prevention Prevention Prevention Programsogramsogramsogramsograms

In 1999, the PSC participated in an unprec-
edented national study of Damage Prevention Best
Practices, sponsored by the Federal Office of
Pipeline Safety (OPS).  This study was conducted
by more than 160 stakeholders representing mul-
tiple industries and interest groups across the
country.

The study resulted in a report titled “Common
Ground: Damage Prevention Best Practices Re-
port” (August 1999) which contains key elements
to successful damage prevention programs.  Dam-
age prevention work on a national level continues
through Common Ground Alliance (CGA).  The
PSC continues its participation in this national
initiative which seeks to reduce damage to under-
ground facilities.

A group of Missouri stakeholders formed
Missouri Common Ground (MCG) with the mis-
sion of identifying and promoting the Best Prac-
tices to prevent underground facility damage.  The
PSC’s Gas Safety/Engineering Staff is part of the
Steering Committee of MCG, facilitating its forma-
tion and continuing to encourage the development
of several Regional Damage Prevention Councils
throughout Missouri.

To date, seven Regional Damage Prevention
Councils have been established with the intent of
providing a forum to promote not only communica-
tion and education, but to improve policies, im-
prove coordination, form guidelines, and enhance
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Missouri’s damage prevention statute.
Grass-roots participation in, and support of

damage prevention practices by all stakeholders (all
underground facility owners, excavators, locating
personnel, builders/developers and others) is the
foundation upon which a successful damage pre-
vention program, for all  underground facilities in
Missouri, can be built.

MCG recently became a partner with CGA,
which will bring national recognition to this state
organization and will better facilitate communica-
tion on Best Practices and improve membership.

Missouri Missouri Missouri Missouri Missouri Association of Natural Gas OperatorsAssociation of Natural Gas OperatorsAssociation of Natural Gas OperatorsAssociation of Natural Gas OperatorsAssociation of Natural Gas Operators

MANGO (Missouri Association of Natural Gas
Operators) is a nonprofit organization comprised of
Natural Gas Operators. These Operators work
together with the PSC Gas Safety/Engineering
Staff to enhance the operations and safety of
natural gas utilities.

MANGO works with the PSC to review exist-
ing regulations, clarify interpretations and provide

support in developing new regulations. The goal is
to work together to address potential hazards such
as directional drilling, defective materials and other
issues that arise, as well as foster continuing dialog
to operate the natural gas systems in the state as
safely as possible.

 The PSC and MANGO conduct annual meet-
ings to stay current on issues, trends in the industry
and other issues affecting the operators’ opera-
tions.

Federal Natural Gas Federal Natural Gas Federal Natural Gas Federal Natural Gas Federal Natural Gas ActivitiesActivitiesActivitiesActivitiesActivities

Decisions by the Federal Energy Regulatory
Commission (FERC) directly impact Missouri
ratepayers since Missouri’s LDCs must use FERC-
regulated interstate pipelines for delivery of their
natural gas supplies. The PSC believes its involve-
ment in FERC and related judicial proceedings is
necessary to ensure that Missouri natural gas
consumers receive reliable service at reasonable
rates.

There are 10 interstate pipelines directly
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serving Missouri with several additional upstream
pipelines that are not in our state which are used by
our LDCs. The PSC actively participates in many
proceedings, company-specific and generic, focus-
ing on those having the greatest impact to Missouri
and/or those where representation of Missouri
interests is limited or absent.  The PSC’The PSC’The PSC’The PSC’The PSC’s federals federals federals federals federal

gas activities rgas activities rgas activities rgas activities rgas activities resulted in $26.7 million in costesulted in $26.7 million in costesulted in $26.7 million in costesulted in $26.7 million in costesulted in $26.7 million in cost

savings ($2.3 million in rate rsavings ($2.3 million in rate rsavings ($2.3 million in rate rsavings ($2.3 million in rate rsavings ($2.3 million in rate refunds and $24.4efunds and $24.4efunds and $24.4efunds and $24.4efunds and $24.4

million in rate rmillion in rate rmillion in rate rmillion in rate rmillion in rate reductions) foreductions) foreductions) foreductions) foreductions) for Missouri consum- Missouri consum- Missouri consum- Missouri consum- Missouri consum-

ers during fiscal year 2001.ers during fiscal year 2001.ers during fiscal year 2001.ers during fiscal year 2001.ers during fiscal year 2001.

The three pipelines delivering a majority of the
state’s natural gas are: Williams Gas Pipelines-
Central (Williams), Mississippi River Transmission
Corporation (MRT), and Panhandle Eastern Pipe
Line Company (Panhandle). Williams serves west-
ern Missouri, including the Kansas City, St. Joseph,
Springfield and Joplin areas and has a small lateral
terminating in St. Louis. MRT serves St. Louis and
portions of southeast Missouri. Panhandle serves a
number of systems across the central part of the
state.

Kansas Kansas Kansas Kansas Kansas Ad Ad Ad Ad Ad VVVVValoraloraloraloralorem em em em em TTTTTax Refundsax Refundsax Refundsax Refundsax Refunds

Since 1989, the PSC has been aggressively
seeking refunds of Kansas ad valorem taxes unlaw-
fully collected from Williams and Panhandle con-
sumers during 1988-1993. Of the estimated $75
million in refunds owed to Missouri ratepayers,
$20.5 million has been received - $13 million
during 1994-1995, $7.3 million during 1998-1999,
and $1.5 million during 2000-2001.

Settlements seeking final resolution of all
Kansas ad valorem tax refund issues were filed in
the Williams (RP98-52) and Panhandle (RP98-40)
dockets in February and June 2001, respectively.
In both cases, the PSC agreed with provisions
settling small-to-medium-sized refund obligations,
but opted-out of settlement provisions granting
25% waivers on producers’ large refund obliga-
tions.  If the PSC is unable to negotiate a lesser,
more reasonable waiver with the large producers, it
will continue to litigate to obtain full refunds from
these producers. The PSC is also pursuing certain
unpaid refunds other parties have deemed uncol-
lectible.

Mississippi RiverMississippi RiverMississippi RiverMississippi RiverMississippi River

TTTTTransmission Corporation (MRransmission Corporation (MRransmission Corporation (MRransmission Corporation (MRransmission Corporation (MRT)T)T)T)T)

MRT, in its 1999 annual fuel use and loss rate
filing, sought to recover from St. Louis and other
eastern Missouri consumers, approximately 1.75
Bcf of gas losses it incurred during the period of
November 1993 through June 1998. The PSC
opposed the flow-through of these out-of-period
gas losses. In a May 31, 2001 order, FERC set this
matter for hearing, while also directing parties to
participate in settlement discussions under the
auspices of a FERC settlement judge.

In March 2001, MRT filed a case seeking a rate
increase (18% for Missouri customers), to become
effective October 1, 2001, subject to refund.  The
PSC protested numerous aspects of the filing.
FERC rejected several of MRT’s proposals pro-
tested by the PSC, and set the remaining issues for
a January 2002 hearing.

Negotiations in MRT’s fuel and rate case
dockets (Docket Nos. TM00-1-25 and RP01-292,
respectively) culminated in the filing of an uncon-
tested settlement on November 5, 2001, which was
approved by FERC on January 16, 2002.  Regard-
ing the fuel docket, the settlement requires custom-
ers to make in-kind fuel reimbursements to MRT
for one-fourth of the claimed losses. In return,
storage rates are being lowered and frozen (for five
years ending September 2006) and MRT will bear
all costs associated with maintaining late season
storage deliverability.

Under the settlement customers will receive
small rate decreases from October 2001 through
September 2003, with further reductions in each of
the three years commencing October 2003.  A
conditional five year rate moratorium through
September 2006 was obtained, as well as additional
protection for retroactive refunds applicable to
future MRT rate cases.

Kansas Pipeline Company (KPC)Kansas Pipeline Company (KPC)Kansas Pipeline Company (KPC)Kansas Pipeline Company (KPC)Kansas Pipeline Company (KPC)

A portion of the gas supply for Kansas City is
transported over KPC. FERC allowed KPC (in
Docket No. CP96-152) to begin charging FERC
transportation rates, which were significantly higher
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than what the PSC believed to be reasonable. The
PSC obtained a favorable U.S. Court of Appeals
decision in its appeal of the initial FERC rate orders
(Case No. 99-1203).  However, the PSC believed
FERC’s orders on remand were erroneous, and
therefore filed another appeal (Case No. 02-1132)
on April 17, 2002.  At issue is approximately $1.8
million per year in rates paid by Missouri customers
since early 1998 through the date final rates in
KPC’s subsequent rate case (Docket No. RP99-
485) become effective.

KPC’s August 1999 rate filing in Docket No.
RP99-485 sought to maintain or slightly increase
the initial rates FERC had approved in May 1998.
During 2000, the PSC used six of its staff to
present expert testimony in this case seeking a $20
million reduction to KPC’s annual cost-of-service.
On September 10, 2002, FERC issued its order
upholding most of the hearing judge’s initial deci-
sion and directing KPC to file tariff sheets within
30 days implementing prospective rate reductions
based on a $20.5 million cost-of-service rather than
the $34.7 million requested by KPC.  However, a
final FERC order in this proceeding is
not expected before the end of 2002.

WWWWWilliams Gas Pipelines-Centralilliams Gas Pipelines-Centralilliams Gas Pipelines-Centralilliams Gas Pipelines-Centralilliams Gas Pipelines-Central

(W(W(W(W(Williams)illiams)illiams)illiams)illiams)

The PSC actively participated in
Docket No. R01-298, seeking to have
minimum delivery pressures defined in
Williams’ tariff, so as to protect cus-
tomer service quality.  The PSC’s
concerns were satisfactorily addressed
in a July 30, 2001 Stipulation and
Agreement, which was approved by
FERC in late 2001.

In March 2002, Williams filed
tariffs (Docket No. RP02-179) to
implement daily balancing and schedul-

ing penalties on its system by September 1, 2002.
The PSC and other customers identified numerous
deficiencies and shortcomings in Williams’ proposal
and actively participated in technical conference
proceedings.  On August 30, 2002, FERC rejected
Williams’ proposed tariffs.

OtherOtherOtherOtherOther Pr Pr Pr Pr Proceedingsoceedingsoceedingsoceedingsoceedings

In February 2000, FERC issued Order No. 637
amending its regulations, policies and procedures
to improve the competitiveness and efficiency of
natural gas transportation markets. FERC has
nearly completed its review of all pipeline compli-
ance filings or settlements implementing capacity
release, right-of-first-refusal, penalty, and other
aspects of Order No. 637.

The PSC has been thoroughly analyzing pipe-
line refund filings and fuel reimbursement requests
and expressing concerns about the lack of consis-
tency in the documentation supporting those
filings.  It has been successful in obtaining correc-
tive modifications to pipeline fuel waiver requests.

Warren Wood, Manager of the PSC Energy Department,
conducts a roundtable meeting with Commissioners,
PSC staff, electric utilities, and other interested parties
regarding  proposed federal rulemaking.
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TELECOMMUNICATELECOMMUNICATELECOMMUNICATELECOMMUNICATELECOMMUNICATIONSTIONSTIONSTIONSTIONS

Competition forCompetition forCompetition forCompetition forCompetition for Basic Local  Basic Local  Basic Local  Basic Local  Basic Local TTTTTelephone Serviceelephone Serviceelephone Serviceelephone Serviceelephone Service

Competition for local telephone service in
Missouri continues to be most noticeable among
business customers, and concentrated among
Missouri’s major metropolitan areas. Since the
Commission first authorized local exchange tele-
phone competition in 1997, a total of 85 compa-
nies have been authorized by the Commission to
provide telecommunications service in competition
with the traditional incumbent local exchange
carriers. As of July 2002, it is estimated that
competitors serve approximately 450,000 access
lines in Missouri, or approximately 13% of
Missouri’s approximately 3.4 million access lines.

Competitors provide local exchange telephone
service a variety of ways including: (1) through the
resale of the incumbent’s facilities (2) by using
portions of the incumbent’s network (called Net-
work Elements) or (3) through the use of the
competitor’s network.

Southwestern Bell’Southwestern Bell’Southwestern Bell’Southwestern Bell’Southwestern Bell’s s s s s Application to PrApplication to PrApplication to PrApplication to PrApplication to Provideovideovideovideovide

Interstate Long Distance Service in MissouriInterstate Long Distance Service in MissouriInterstate Long Distance Service in MissouriInterstate Long Distance Service in MissouriInterstate Long Distance Service in Missouri

Pursuant to federal guidelines and a recommen-
dation by the PSC, Southwestern Bell Telephone
Company (SWBT) received Federal Communica-
tions Commission (FCC) approval to begin provid-
ing interstate long distance telephone service to its
Missouri customers on December 10, 2001.
SWBT’s approval to provide interstate long
distance telephone service came as a result of the
passage of the federal Telecommunications Act of
1996.

As part of the process enabling SWBT to
provide interstate long distance, SWBT was first
required to open its local telecommunications
market to competition. In order to ensure that
SWBT continues to keep its local telephone
market open to competition, the PSC and the PSC
staff will regularly monitor the status of local
telephone competition. As part of the monitoring
process, SWBT is required to adhere to certain
performance standards.  These standards are used
to determine if SWBT is providing acceptable

levels of service quality for those services provided to
competitive local exchange companies.  If performance
falls below certain  levels, SWBT may be required to
submit financial payments to both the affected com-
petitive telephone company and to the state of Mis-
souri.

Rule RevisionsRule RevisionsRule RevisionsRule RevisionsRule Revisions

Missouri Universal Service Fund Missouri Universal Service Fund Missouri Universal Service Fund Missouri Universal Service Fund Missouri Universal Service Fund (4 CSR 240-31)(4 CSR 240-31)(4 CSR 240-31)(4 CSR 240-31)(4 CSR 240-31)
In March 2002, the PSC established a universal

service fund to assist low-income and disabled
consumers in obtaining affordable essential tele-
communications services.  The PSC is modifying
current Missouri Universal Service Fund rules to
include guidelines for implementing and administer-
ing the fund.

Service and Billing Practices forService and Billing Practices forService and Billing Practices forService and Billing Practices forService and Billing Practices for

     TTTTTelecommunications Companies elecommunications Companies elecommunications Companies elecommunications Companies elecommunications Companies (4 CSR 240-33)(4 CSR 240-33)(4 CSR 240-33)(4 CSR 240-33)(4 CSR 240-33)
The PSC is proposing revisions to this rule that

closely match the FCC’s Truth-in-Billing Rules.
The proposed revisions should allow consumers to
better understand their telecommunications bills,
giving consumers the ability to control what type of

Mick Johnson of the PSC staff tests some
telephone equipment to ensure compliance
with PSC rules regarding quality of service.
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calls are made from their telephone and allowing
consumers to have some control over what charges
are found on their bill.

The Telecommunications Staff has also been
working on various proposed rulemakings to
codify existing procedures on such things as the
filing of interconnection agreements, current
tariffing requirements, customer notification re-
quirements, filing requirements for competitive
local exchange carriers and the inter-company
record exchange process for traffic transmitted
between companies.

ConsumerConsumerConsumerConsumerConsumer Outr Outr Outr Outr Outreacheacheacheacheach

The PSC continues to update the “Show-Me-
Rates” price comparison center web site
wwwwwwwwwwwwwww.psc.state.mo.us/teleco-showmerates.asp.psc.state.mo.us/teleco-showmerates.asp.psc.state.mo.us/teleco-showmerates.asp.psc.state.mo.us/teleco-showmerates.asp.psc.state.mo.us/teleco-showmerates.asp

Show-Me-Rates is an on-going project that in-
cludes rates for local toll and in-state long distance
calls and provides contact information for various
competitive local telecommunications companies
throughout the state.

The PSC web site also includes telecommunica-
tions-specific information to keep the public and
industry informed.  Topics such as telecommunica-
tions rules and statutes, metropolitan calling area
(MCA), telecommunications carriers’ quality of
service workshop, LATA (Local Access Transport
Area) maps and area code maps are all located
under the Telecommunications section of the web

page.   This section of the
web page also contains
various consumer publica-
tions such as: understanding
telephone numbers, the
Missouri No Call Law and
telemarketing.

FederalFederalFederalFederalFederal

TTTTTelecommunicationselecommunicationselecommunicationselecommunicationselecommunications

ActivityActivityActivityActivityActivity

The PSC continues to
actively monitor federal
telecommunications activity
at the FCC, other state

commissions and federal courts.  During the past year,
the FCC has addressed such issues as initiating a
triennial review of unbundling requirements for tele-
communications network elements, various broadband
issues and the release of proprietary customer infor-
mation.  The U.S. Supreme Court and the U.S. Court
of Appeals issued major telecommunications decisions
impacting wholesale pricing and the sharing of network
components between telecommunications carriers.
The PSC filed comments in proceedings before the
FCC on such issues as customer notice requirements
for rate changes, cost recovery for deaf relay services
provided using the internet, performance measurement
requirements for incumbent local telecommunications
carriers, and unbundling requirements for telecommu-
nications network elements.

InterInterInterInterInterconnection connection connection connection connection AgrAgrAgrAgrAgreementseementseementseementseements

Interconnection Agreements are negotiated or
arbitrated “contracts” between two telecommunica-
tions carriers.  The PSC conducted an arbitration
proceeding between Southwestern Bell Telephone
Company and Brooks Fiber Communications of
Missouri, Inc., MCImetro Access Transmission
Services LLC, and MCI WorldCom Communications,
Inc.  This arbitration case addressed such issues as
rates, terms and conditions for unbundled network
elements, network interconnection and architecture
and operations support systems.

CerCerCerCerCertificated tificated tificated tificated tificated TTTTTelecommunications Prelecommunications Prelecommunications Prelecommunications Prelecommunications Providersovidersovidersovidersoviders
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The PSC held hearings on several cases that were
established to determine Southwestern Bell’s rates,
terms and conditions for DSL conditioning (the
preparation of telephone lines to allow advanced
services such as high-speed Internet access), line
sharing/line splitting (the ability to “split” a consumer’s
telephone line to allow voice service and advanced
services such as high-speed Internet access over the
same line) and unbundled network elements (the
various components of Southwestern Bell’s telephone
network a competitive local exchange carrier pur-
chases to provide telecommunications service to
consumers). Decisions were issued in the DSL condi-
tioning and unbundled network elements cases with
compliance activity to be completed by the end of
2002.

     Relay MissouriRelay MissouriRelay MissouriRelay MissouriRelay Missouri

During 2002, some significant events have
impacted Relay Missouri.  First, the PSC allowed
an Internet hyperlink (link) on its website which
allows users to transit to the Relay Missouri
website using a single click.

In addition, the FCC has agreed to fund, on an
interim basis, both Internet Relay, and Video Relay
services. Links to both of these services are acces-
sible by following the link provided on the Missouri
Public Service Commission website.

Anyone with an Internet connection and a
browser can access Internet Relay.  The service
essentially works the same as a TTY-based call,
except the caller does not need a TTY.  In addition,
the service provides split-screen capability, so the
caller can type ahead, and the caller does not have
to wait for the Communications Assistant (CA) to
first stop typing.

The Missouri Video Relay Service (MoVRS)
allows a caller to communicate with the CA via
American Sign Language (ASL).  Allowing a caller
to communicate visually in his or her primary
language speeds and eases the use of communica-
tions for both the caller and the called party.  The
equipment required to make a MoVRS call in-
cludes a video camera, an adequate computer, and
a broadband Internet connection (i.e. DSL, T-1, or
cable modem connection).

TTTTTelephone Numberselephone Numberselephone Numberselephone Numberselephone Numbers

The PSC has strived to improve how telephone
numbers are distributed in Missouri through various
number conservation efforts, including Number
Pooling, Reclamation, and Sequential Number
Assignment.  Through the use of Number Pooling,
telephone numbers are distributed to telecommuni-
cations carriers in blocks of 1,000 telephone num-
bers rather than the past FCC practice of blocks of
10,000 numbers.  In January and February 2002,
the Missouri PSC implemented number pooling
trials in the 314 and 816 area codes.  Number
pooling began in the 573 area code in April 2002.
The 660 and 636 area codes are scheduled to begin
pooling later this year with pooling in the 417 area
code due to begin in 2003.

Telephone number reclamation is another way
to conserve telephone numbers. Number reclama-
tion prevents a telecommunications carrier from
hoarding or stock-piling large blocks of telephone
numbers that may go unused for a significant
period of time.  Once telephone numbers are
returned, they are available for use by another
company.

Sequential number assignment establishes
requirements for telecommunications carriers in
distributing telephone numbers.  In general, se-
quential number assignment requires telephone
companies to assign telephone numbers within an
existing opened block of one thousand numbers
before assigning telephone numbers from another
block of numbers.

 Through the Missouri PSC’s telephone number
conservation efforts, the lives of Missouri area
codes have been extended.  Current exhaust projec-
tions for Missouri area codes are:

314 -314 -314 -314 -314 - 1st quarter of 2008
816 -816 -816 -816 -816 - 1st quarter of 2008
417 - 417 - 417 - 417 - 417 - 1st quarter of 2009
573 -573 -573 -573 -573 - 1st quarter of 2010

      636 -636 -636 -636 -636 - 4th quarter of 2017
      660 -660 -660 -660 -660 - 3rd quarter of 2022
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The Telecommunications Department continues to
investigate area code usage, reclaiming of unused tele-
phone numbers, and implementation of telephone num-
ber conservation.

Missouri Universal Service FundMissouri Universal Service FundMissouri Universal Service FundMissouri Universal Service FundMissouri Universal Service Fund

Effective March 31, 2002, the Missouri Public
Service Commission approved the establishment of
a Missouri Universal Service Fund (MoUSF) to
help low-income and disabled Missourians receive
basic local telephone service.

 The establishment of the MoUSF is pursuant
to state law passed by the Missouri General Assem-
bly in 1996 (Senate Bill 507). The plan would
result in a fund of approximately $4.8 million,
excluding any fund administration costs, which
would provide support for a substantial number of
low-income and disabled Missouri residents.

The program will be funded through a Missouri
telecommunications carrier assessment. The pur-
pose of the MoUSF program is to implement
assistance to low-income and disabled customers
for telecommunications services under the Lifeline
and/or Link-up programs funded from the Federal
Universal Service Fund. One goal established by
the PSC was to fashion a state program so that the
support amount provided to the low-income and
disabled customers is set at a level necessary to
gain the maximum Federal Universal Service Fund
support for services to such customers. The PSC

established a state support of $3.50 per customer per
month which would provide the maximum in federal
funding.

The Federal Universal Service Fund and the
MoUSF  may offer a total discount to qualifying
customers of up to $13.00 per month on their
telephone bill. Adoption of the Missouri USF low-
income/disabled program will increase the level of
telephone penetration in households made up of
low-income and disabled consumers.

The Missouri Universal Service Fund is admin-
istered by the Missouri Universal Service Board
comprised of members of the PSC and the Office of
Public Counsel, a separate state agency which
represents the general public in proceedings before
the PSC. Currently, the Missouri Universal Service
Board is gathering information for a Request For
Proposal to hire a Fund Administrator to work with
the Missouri Universal Service Board in adminis-
tering the fund.

WWWWWiririririreless/Landline eless/Landline eless/Landline eless/Landline eless/Landline TTTTTrafrafrafrafrafficficficficfic

The Missouri PSC does not regulate wireless
traffic (cell phone or paging services) when such
services and facilities are provided under a license
granted by the FCC. However, the PSC does have
jurisdiction over interconnection arrangements
between local telephone companies and wireless
carriers.  The federal Telecommunications Act of
1996 authorizes interconnection agreements be-
tween telecommunications carriers (wireless,

landline) exchanging traffic.
These interconnection agree-
ments are negotiated or
arbitrated “contracts” between
two telecommunication carriers
and are submitted to thePSC
for approval.

In order for traffic to flow
in both directions, the Missouri
PSC approved over 30
“wireless termination tariffs”
establishing the terms and
conditions for service in a
situation where wireless
carriers are sending traffic to
each others’ customers in the
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Commissioner Bryan Forbis (left)
examines a fiber switching hub
with Keith Jaegers, an engineer
with Sprint.

absence of an interconnection
agreement between the two
parties.

Multi-YMulti-YMulti-YMulti-YMulti-Yearearearearear     TTTTTermermermermerm

CommitmentsCommitmentsCommitmentsCommitmentsCommitments

In fiscal year 2002, the
PSC was confronted with
new challenges to the com-
petitive telecommunications
marketplace in Missouri.  In
Case Nos. TT-2001-108 and
TT-2002-227, the PSC was
presented with many tele-
communications company
proposals for multi-year
term-contracts which offered
customers discounts for
basic telecommunications
services.

The PSC determined that the fundamental issues in
these cases dealt with the dichotomy between indi-
vidual interest and social interests.  The PSC, out of a
concern that competitive local exchange carriers be
able to find and market their services to new custom-
ers, in the interest of fairness to all local exchange
providers, and out of a desire to maximize the number
of provider-choices a telecommunications consumer in
Missouri may enjoy, decided to limit the period all
local telecommunications services providers may
contract for basic services with a given customer to a
maximum of one year.

MetrMetrMetrMetrMetropolitan Calling opolitan Calling opolitan Calling opolitan Calling opolitan Calling ArArArArArea Serviceea Serviceea Serviceea Serviceea Service

The Commission continued its investigation
into the Metropolitan Calling Area (MCA) plan
during the past year. MCA is a service allowing
expanded local calling in the Kansas City, Spring-
field, and St. Louis areas. In January 2002, the
MCA Industry Task Force filed its Final Status
Report making a number of recommendations for
Commission consideration.

The task force is comprised of the PSC staff,
the Office of Public Counsel, and representatives of
new competitive and traditional incumbent local

telephone companies in Mis-
souri.

In order to allow discussion
and exploration of the industry
task force recommendations, an
on-the-record presentation was
conducted on July 15, 2002.

Switched AccessSwitched AccessSwitched AccessSwitched AccessSwitched Access

Cost InvestigationCost InvestigationCost InvestigationCost InvestigationCost Investigation

The PSC established an
investigative docket to identify
the costs of providing intrastate
switched access service in
Missouri.  Switched access
service refers to service pro-
vided by local telephone
companies to long distance
companies for the use of the
local telephone company’s

facilities in originating and terminating long distance
calls.  Switched access rates can ultimately impact
long distance rates charged by long distance compa-
nies.  The Telecommunications Department Staff and
several telecommunications carriers provided the
Commission with various studies outlining the cost of
providing switched access service.

Sale of Sale of Sale of Sale of Sale of VVVVVerizon exchangeserizon exchangeserizon exchangeserizon exchangeserizon exchanges

On May 31, 2002, the PSC issued an order
authorizing the transfer of GTE Midwest, Inc.
d/b/a Verizon’s 96 Missouri exchanges to
CenturyTel of Missouri, LLC.  According to the
agreement approved by the Commission,
“CenturyTel proposes no immediate change in the
field operations of the Verizon properties and
proposes to retain all of Verizon’s existing employ-
ees.  Moreover, CenturyTel proposes no immediate
changes in rates, terms and conditions of the
telecommunications service currently provided to
the customers in the former Verizon exchanges.”
Verizon customers became CenturyTel customers
on September 1, 2002.
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Department PersonnelDepartment PersonnelDepartment PersonnelDepartment PersonnelDepartment Personnel
The Water & Sewer Department consists

of seven professional/technical positions and
is split into two sections, Rates and Engi-
neering.  Although the Department is split
into the Rates and Engineering Sections,
staff members work closely together as a
team and it is not unusual for them to share
responsibilities.

As with most departments within the
Commission’s organizational structure, the
Department’s management personnel carry
out not only their administrative duties, but
are also involved in a great deal of the
technical and analytical case work that falls
within the scope of the Department’s responsibili-
ties.  As a group, the Department’s staff members
have compiled more than 150 years of regulatory
and/or water and sewer utility work experience,
with much of that experience having been gained
by their work in the Department.

Department ResponsibilitiesDepartment ResponsibilitiesDepartment ResponsibilitiesDepartment ResponsibilitiesDepartment Responsibilities
By law, the PSC is responsible for regulating

the rates, fees and operating practices of privately
owned water and sewer corporations that operate
in Missouri.  The Water & Sewer Department helps
the Commission fulfill its responsibilities by provid-
ing technical expertise to the Commission on
matters relating to water and sewer system opera-
tions and the tariffed rates, charges and services of
regulated water and sewer companies.  The general
objectives of the Department are twofold.  The first
objective is to ensure that regulated water and
sewer companies provide safe and adequate service
to their customers at rates that are deemed just and
reasonable.  The second objective is to ensure that
companies provide service according to applicable
Commission rules and procedures and the provi-
sions of their Commission-approved tariffs.  Spe-
cific aspects of the Department’s work include:

-- Evaluating company tariff filings to determine

WWWWWateraterateraterater & Sewer & Sewer & Sewer & Sewer & Sewer Depar Depar Depar Depar Departmenttmenttmenttmenttment

whether proposed new/revised tariff provisions com-
ply with applicable Commission rules, policies and
state laws;

-- Reviewing existing company tariffs to determine
whether the provisions of the tariffs continue to com-
ply with applicable Commission rules, policies and
state laws, as they change over time;

-- Participating in all formal and informal rate filings
from the perspective of evaluating the appropriate-
ness and design of proposed rates and charges, the
adequacy of system operations and the appropriate-
ness of and/or need for system plant additions that
have been or will be placed in service;

-- Participating in the review of all applications for
new/expanded certificated service areas from the per-
spective of evaluating the need for the service pro-
posed, the reasonableness and design of proposed
rates and charges, proposed system design, plans for
system operations and overall project feasibility;

-- Participating in the review of financing applica-
tions to determine the appropriateness of and/or need
for projects being financed, as necessary;

PSC Staff engineer Martin Hummel (left) and Missouri-
American Water Company Production Manager Steve
Ridenhour discuss the water treatment processes of a
company water plant chemical room.
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Regulated Regulated Regulated Regulated Regulated WWWWWateraterateraterater Companies Companies Companies Companies Companies

Customer BaseCustomer BaseCustomer BaseCustomer BaseCustomer Base Number ofNumber ofNumber ofNumber ofNumber of         Customers        Customers        Customers        Customers        Customers               % of               % of               % of               % of               % of TTTTTotalotalotalotalotal

CompaniesCompaniesCompaniesCompaniesCompanies Served                Customers ServedServed                Customers ServedServed                Customers ServedServed                Customers ServedServed                Customers Served

100,000 & Up* 1 413,580 92.93
5,000 – 9,999 1                      6,770   1.52
2,500 – 4,999 1     4,515   1.01
1,500 – 2,499 2     4,735   1.06
750 – 1,499 5     5,105   1.15
500 – 749 4     2,600   0.58
250 – 499 9     2,970   0.67
150 – 249         14     2,610   0.59
100 – 149           9     1,080   0.24
50 – 99         13        880   0.20
0 – 49         10        215   0.05

TTTTTOTOTOTOTOTALSALSALSALSALS                                         6969696969   445,060  445,060  445,060  445,060  445,060             100            100            100            100            100

Regulated Sewer CompaniesRegulated Sewer CompaniesRegulated Sewer CompaniesRegulated Sewer CompaniesRegulated Sewer Companies

Customer BaseCustomer BaseCustomer BaseCustomer BaseCustomer Base Number ofNumber ofNumber ofNumber ofNumber of    CustomersCustomersCustomersCustomersCustomers   % of   % of   % of   % of   % of TTTTTotalotalotalotalotal

CompaniesCompaniesCompaniesCompaniesCompanies      Served          Customers Served     Served          Customers Served     Served          Customers Served     Served          Customers Served     Served          Customers Served

1,000 & Up     2         2,565    22.10
500 - 999     3         2,185    18.83
200 - 499    11         3,340    28.78
100 - 199    16         2,375    20.47
50  -  99    12            810      6.98
0 - 49    14                        330                  2.84

TTTTTOTOTOTOTOTALSALSALSALSALS                5858585858                           1 1 1 1 11,6051,6051,6051,6051,605                100.0100.0100.0100.0100.0

* Merged company consisting of Missouri-American Water Company, St. Louis County Water
Company and Jefferson City Water Works Company.

NOTE: Tables compiled 9/25/02 based on most recently available information. Customers
rounded to the nearest “five.”

NOTE: Tables compiled 9/25/02 based on most recently available information. Customers
rounded to the nearest “five.”
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MANUFMANUFMANUFMANUFMANUFACTUREDACTUREDACTUREDACTUREDACTURED

HOUSING HOUSING HOUSING HOUSING HOUSING ANDANDANDANDAND

MODULAR UNITMODULAR UNITMODULAR UNITMODULAR UNITMODULAR UNIT

PROGRAMPROGRAMPROGRAMPROGRAMPROGRAM
The PSC regulates new manufactured

homes and modular units sold in the state.
Through the Manufactured Housing and
Modular Units Program (Program), the PSC
acts as the state administrative agency to the
United States Department of Housing and
Urban Development (HUD).  HUD is the
federal agency that regulates the manufac-
tured housing industry in the United States.

The PSC has a toll-free hotline for con-
sumers who have questions and/or complaints
regarding manufactured homes or modular
units.  The toll-free number is 1-800-819-1-800-819-1-800-819-1-800-819-1-800-819-

3180.3180.3180.3180.3180.

The Program continues to experience a
negative impact involving economic trends
within the manufactured housing industry.
Due to a thriving industry during the past
decade, the industry overproduced and
obtained large volumes of inventory. Many
manufacturers and dealers suffered when home
sales dropped dramatically after the industry’s
interest rates increased, which shifted sales to a
repossession sales oriented situation. Subsequently,
manufacturers and dealers were left with large
inventories, and some have gone out of business.
This impact has decreased the number of manufac-
turer and dealer registrations the Program adminis-
ters.

The PSC Manufactured Housing Department
will be working with other entities in the future
regarding the implementation of new federal
mandates which must be placed into effect by
December 2005.  These new mandates include:
licensing of all home installers, inspections of new
homes and dispute resolution.

ANNUALANNUALANNUALANNUALANNUAL ST ST ST ST STAAAAATISTICS FORTISTICS FORTISTICS FORTISTICS FORTISTICS FOR

FISCALFISCALFISCALFISCALFISCAL     YEAR 2002YEAR 2002YEAR 2002YEAR 2002YEAR 2002

RegisterRegisterRegisterRegisterRegistered Manufactured Manufactured Manufactured Manufactured Manufacturers:ers:ers:ers:ers:                                              176176176176176

RegisterRegisterRegisterRegisterRegistered Dealers:ed Dealers:ed Dealers:ed Dealers:ed Dealers:                                              330330330330330

Homes Sold (new & used):Homes Sold (new & used):Homes Sold (new & used):Homes Sold (new & used):Homes Sold (new & used):                               7,5677,5677,5677,5677,567

Consumer Complaint Inspections:  Consumer Complaint Inspections:  Consumer Complaint Inspections:  Consumer Complaint Inspections:  Consumer Complaint Inspections:  164164164164164

Dealer Lots Inspected:                    Dealer Lots Inspected:                    Dealer Lots Inspected:                    Dealer Lots Inspected:                    Dealer Lots Inspected:                    306306306306306

Modular Unit Seals Issued:Modular Unit Seals Issued:Modular Unit Seals Issued:Modular Unit Seals Issued:Modular Unit Seals Issued:                               1,5941,5941,5941,5941,594

ModularModularModularModularModular Unit Plans  Unit Plans  Unit Plans  Unit Plans  Unit Plans ApprApprApprApprApproved:       oved:       oved:       oved:       oved:       731731731731731

Gene Winn, Manufactured Housing Inspector/
Supervisor, inspects the siding installation on a
new manufactured home.

Source: PSC Manufactured Housing Department database
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Interaction Interaction Interaction Interaction Interaction WWWWWith ith ith ith ith TheTheTheTheThe

DeparDeparDeparDeparDepartment Of Natural Resourtment Of Natural Resourtment Of Natural Resourtment Of Natural Resourtment Of Natural Resourcescescescesces
      Of the utilities regulated by the Commission, water
and sewer utilities are unique in that another state
agency, the Department of Natural Resources (DNR),
also has significant jurisdiction over the utilities.
Specifically, DNR’s jurisdiction covers the area of
the water and sewer utilities’ compliance with appli-
cable federal and state environmental and water qual-
ity laws and regulations.  While the Commission’s
rules provide for general oversight regard-
ing water quality and sewage treatment
standards, the Commission generally re-
lies upon DNR to determine whether com-
panies are complying with applicable fed-
eral and state environmental and water
quality laws and regulations.
      Because of the overlapping jurisdic-
tion between the Commission and  DNR,
staffs of the agencies attempt to work co-
operatively in achieving the agencies’ re-
spective missions.  For some time, the two
agencies have shared information regard-
ing companies for which the agencies
share regulatory responsibilities, under
the provisions of a Memorandum of Un-
derstanding (MOU) between the agen-
cies.  However, the Commission and the
DNR’s Director recently pressed for im-

provements in the agencies’ cooperation and coordi-
nation on overlapping matters, such as the DNR’s
issuance of construction and operating permits and
the Commission’s utility service area certification pro-
cess.  As a result, the agencies executed a new MOU
in July 2001, which, among other things, includes
provisions that will result in the streamlining of the
application processes for new water system construc-
tion, permitting and certification, and which will bet-
ter coordinate the agencies’ respective review and
approval processes for such systems.  It is anticipated
that such efforts will eventually extend to the permit-
ting and certification of all water and wastewater sys-
tems for which the agencies share jurisdiction.

PSC RegulatedPSC RegulatedPSC RegulatedPSC RegulatedPSC Regulated

WWWWWateraterateraterater & Sewer & Sewer & Sewer & Sewer & Sewer Companies Companies Companies Companies Companies

      The Commission currently has jurisdiction over
58 sewer companies and 69 water companies,
which operate in various locations throughout the
state.  The tables on the following page show the
distribution of the number of companies based
upon the number of customers served, using the
most recently available customer numbers.  As is
shown in these tables, the vast majority of the
Commission’s jurisdictional water and sewer
utilities are very small, which presents unique
situations with which the Commission and the PSC
Staff must deal.

Piping in the high service pump room of Missouri-
American Water Company’s St. Joseph treatment plant.

-- Conducting regularly scheduled field inspections
to determine whether company facilities and overall
system operations comply with applicable Commis-
sion rules, company tariff provisions and proper
operational procedures;

-- Interacting with company owners/operators
regarding operational and technical matters;

-- Investigating customer complaints and respond-
ing to customer inquiries concerning matters
related to rates, charges, system operations and
quality of service; and

-- Providing expert testimony before the Commis-
sion on water and sewer cases pending before it,
and providing technical advice to the Commission
in its rulemaking actions on water and sewer
matters.
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